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FOREWORD 


Attachment P to Circular A-102, "Uniform requirements for 
grants to State and local governments," established a new 
approach to audits of Federal aid programs. In the past, 
audits were made on a grant-by-grant basis resulting in a 
great deal of overlap and duplication. Under the new "single 
audit" approach, State and local governments obtain a single 
organization-wide audit that encompasses all grants. 


The Circular contains general policy guidance with regard to 
how single audits should be made. The purpose of this 
booklet is to provide additional guidance through a series of 
questions and answers to those participating in single 
audits. The questions are ones that came up most frequently 
in discussions and through correspondence with Federal, State 
and local government officials. Some of the questions also 
came from auditors participating in single audits across the 
country. This booklet will provide answers to these 
questions to broader audiences. 


We hope the booklet will be useful to you. Of course, if you 
have any additional questions or comments concerning the 
single audit, please let us know. Qvestions or comments 
should be addressed to: 


Financial Management Branch 
Office of Management and Budget 
Washington, D.C. 20503 
Telephone: (202) 395-4773 


VJuid-A Sat 


David A. Stockman 
Director 


For sale by the Superintendent of Documents, U.S. Government Printing Office 
Washington, D.C. 20402 
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QUESTIONS ABOUT AUDIT REQUIREMENTS 


1. ARE STATE AND LOCAL GOVERNMENTS RECEIVING FEDERAL FUNDS 
REQUIRED TO HAVE AN AUDIT PERFORMED ON AN ORGANI ZATION- 
WIDE BASIS? 


The Circular, which is addressed to the heads of 
executive departments and establishments, promulgates audit 
requirements for State and local governments. The require- 
ments are established to ensure that organization-wide audits 
usually will be made annually, but not less frequently than 
every two years. Departments and agencies responsible for 
administering programs that involve grants to State and local 
governments are required to issue the appropriate regulations 
necessary to implement the provisions of the Circular. When 
the provisions of these regulations are incorporated into the 
grant agreement, the audit provisions are as binding as any 
other term and condition accepted by the State or local 
government as part of a Federal aid program. 


2. WHAT IS THE OBJECTIVE OF THE SINGLE AUDIT AND HOW DOES 
IT DIFFER FROM THE OBJECTIVES OF THE AUDITS OF 
INDIVIDUAL GRANT PROGRAMS? 


The primary objective of individual grant audits has 
been to determine whether expenditures for that program were 
made in accordance with the applicable laws, regulations and 


other terms of the award. These audits often identified 
substantial questioned costs and gave rise to audit 
recoveries. On the other hand, there was considerable 
duplication and audit overlap. Also, while the audited 
grants were examined in depth, other grants received little 
or no audit coverage. 


The objectives of the organization-wide audit are to 
determine whether the organization's financial statements are 
reliable, its control systems are free of material weak- 
nesses, and there is no indication of extensive noncompliance 
with applicable laws, regulations, and agreements. This 
information provides the Federal agencies with an indication 
of whether the organization is fulfilling its accountability 
responsibilities and further auditing is unwarranted, or 
there are likely to be significant questioned costs and 
additional auditing is desirable in order to determine the 
full extent of questionable costs. 


3. HOW WILL ATTACHMENT P STREAMLINE THE AUDITS OF STATE 
AND LOCAL GOVERNMENTS? 


Numerous individual audits of separate assistance 
programs and the resulting duplicative audit coverage will be 
replaced by one single audit. Also eliminated will be the 
gaps in audit coverage of Federal funds. The differing 
auditing approaches and reporting procedures prescribed by 
the various Federal agencies will be standardized. 


4. FOR AN ORGANIZATION-WIDE AUDIT WHAT COMPRISES THE 
ORGANI ZATION? 


The organization should be the organization for which 
the government traditionally prepares financial statements 
(including grant financial statements) and obtains an audit. 
It may be the entire state or city or a department or other 
entity within a state or city. The decision on what consti- 
tutes the organization should be made by State or local 
government officials, not by the Federal Government. 


5. DO THE REQUIREMEI!.“S OF ATTACHMENT P PERTAIN TO 
CONTRACTS, LOANS, LOAN GUARANTEES, INSURANCE PROGRAMS 
AND GENERAL REVENUE SHARING FUNDS AS WELL AS GRANTS? 


An organization-wide audit should cover all activities 
of the recipient organization that receive Federal funds. 
As a consequence, all Federal funds will be subject to audit 
whether or not the particular type of program is covered by 
other provisions of Circular A-102. 


6. IF THE RECIPIENT ELECTS TO OBTAIN AN AUDIT EVERY TWO 
YEARS, MUST THE SCOPE OF THE AUDIT COVER THE TWO-YEAR 
PERIOD SINCE THE LAST AUDIT OR JUST ONE YEAR? 


After the first single audit, the next audit should 
cover all transactions since the last audit. In those 
instances where no previous single audit has been performed, 
the auditor, in cooperation with the recipient organization 
and the cognizant audit agency, should decide on a starting 
date for the audit. If the beginning balances were not 


audited, the auditor should note this fact in the audit 
report. Further, the period audited should relate to the 
auditee's fiscal year and not the grantor's fiscal year. 


7. DO THE REQUIREMENTS OF ATTACHMENT P APPLY TO THE BLOCK 
GRANTS? 


The Omnibus Reconciliation Act of 1981 requires that a 
State conduct financial and compliance audits cf block grant 
funds. There is no specific requirement that single audits 
be used for auditing the block grants. However, fulfilling 
the block grant audit requirement through the performance of 
a single audit would result in conformance with the block 
grant legislation. 


QUESTIONS ABOUT COMPLIANCE ASPECTS OF AUDITS 


8. THE COMPLIANCE SUPPLEMENT TO CIRCULAR A-102 CONTAINS 
MAJOR COMPLIANCE FEATURES FOR 60 GRANT PROGRAMS. DO 
THESE REPRESENT ALL THE COMPLIANCE REQUIREMENTS FOR 
THESE PROGRAMS THAT MUST BE AUDITED OR SHOULD THE 
AUDITOR REVIEW THE APPLICABLE LAWS AND REGULATIONS TO 
SEE IF THERE ARE OTHER MATERIAL REQUIREMENTS ? 


These 60 programs represent more than 90% of Federal 
aid to State and local governments. They were selected by 
the Federal agencies as the major requirements contained 
in applicable laws and regulations covering these programs. 
For these 60 programs, the audit of the compliance 


requirements contained in the supplement will meet the 
requirements of Attachment P. Therefore, it is not necessary 
for the auditor to review the applicable laws and regula- 
tions for additional compliance requirements for these 
programs. The auditor should, however, review the award to 
determine whether there are special conditions that should be 
considered. Also the auditor needs to determine the 
compliance requirements, if any, for Federal grants not 
included in the Approved Compliance Supplement and mandated 
by the State and other entities (see Question No. 9). 


9. THE COMPLIANCE SUPPLEMENT CONTAINS REQUIREMENTS FOR THE 
60 LARGEST GRANT PROGRAMS. DOES THIS MEAN THAT PROGRAMS 
THAT ARE NOT IN THE COMPLIANCE SUPPLEMENT NEED NOT BE 
AUDITED FOR COMPLIANCE? 


No. Although there is no requirement for the auditor to 
test every single award, all Federal awards are subject to a 
financial and compliance audit. For the programs selected 
for audit that are not in the Approved Compliance Supplement, 
the auditor should determine the major compliance 
requirements from the award document, the Catalog of Federal 


Domestic Assistance, and the applicable laws and regulations. 
To the extent practicable, these requirements should be 


verified with the cognizant audit agency. 


10. WILL THE MAJOR COMPLIANCE REQUIREMENTS OF THE BLOCK 
GRANT PROGRAMS BE INCLUDED IN THE APPROVED COMPLIANCE 
SUPPLEMENT? 


ee eT ee) ee | ee ee Clr . 


Present plans call for including the major compliance 
requirements of the block grant programs in the Approved 
Compliance Supplement. 


11. ARE STATE AND LOCAL GRANT COMPLIANCE REQUIREMENTS TO BE 
INCLUDED IN SINGLE AUDITS? 


Ideally, a single audit would cover all funds of a 
recipient and meet the needs of all levels of government. 


A recent task force study of this area under the Joint 
Financial Management Improvement Program Single Audit 
Steering Committee concluded that State and local government 
compliance concerns are a responsibility of State and local 
officials. If such requirements are defined and available to 
the auditor, they can and should be included in the single 
audit. 


QUESTIONS ABOUT STATISTICAL SAMPLING AND MATERIALITY 


12. ARE INDEPENDENT AUDITORS REQUIRED TO USE STATISTICAL 
SAMPLING TECHNIQUES THAT CAN BE USED TO PROJECT 
QUESTIONED COSTS TO THE UNIVERSE OF TOTAL COSTS? 


All agencies should rely on work done in accordance 
with: 


a. Guidelines for Financial and Compliance Audits of 


Federal Assisted Programs. 


b. Standards for Audit of Governmental Organizations, 


Programs, Activities and Functions, which 


incorporate generally accepted auditing standards. 


Agencies should not add additional requirements. Either 
a nonstatistical or statistical approach to audit sampling 
may be used. However, statistical sampling is the preferred 
approach for selecting transactions for audit whenever the 
universe to be audited is susceptible to statistical treat- 
ment and the use of the technique is economical. The guide- 
lines do not, at this time, contain a requirement for 
projecting questioned costs to the universe. 


13. DO THE “STANDARDS FOR AUDIT OF GOVERNMENTAL ORGANIZA- 
TIONS, PROGRAMS, ACTIVITIES AND FUNCTIONS" AND 
ATTACHMENT P TO THE CIRCULAR REQUIRE THE SAME 
MATERIALITY TESTS TO BE APPLIED? 


Yes. While the standards consider the impact on the 
general purpose financial statements as one criterion for 
materiality, they also recognize that, in government, there 
is a stewardship responsibiity thac goes beyond the effect 
upon the financial statements as a whole (p. 24). Attachment 
P requires the materiality test be applied to general purpose 
financial statements or awards tested. Consequently, the 
auditor should recognize that amounts that would not be 
considered material when related solely to the financial 
statements might be considered material when related to the 
awards tested. 


QUESTIONS ABOUT SUBRECIPIENT AND CONTRACTOR AUDITS 


14. FOR 


MANY FEDERAL PROGRAMS, FUNDS FLOW DOWN FROM THE 


RECIPIENT TO A SUBRECIPIENT. IS THE INDEPENDENT AUDITOR 
REQUIRED TO MAKE AUDITS OF SUBRECIPIENTS AS PART OF THE 
RECIPIENT AUDIT? 


No. 


The Circular requires the recipient to insure that 


subrecipients have an audit made in accordance with the 


requirements of Attachment P. As long as the audit report of 


the subrecipient is current, it need not cover the same 


period as the recipient's audit. It is the recipient's 


responsibility to: 


The 


establish a system to assure that the audits of the 
subrecipients meet the requirements of Attachment P, 
and 


establish a system for follow up on questioned 
costs, weaknesses in internal control systems, and 
Other audit exceptions. 


recipient's auditor would in turn: 


review the recipient's system for obtaining and 
acting on subgrantee audit reports, 


test to determine whether the system is functioning 
in accordance with prescribed procedures, and 


c. comment on the recipient's monitoring and disbursing 
procedures with respect to subgrantees, if warranted 
by the circumstances. Reported questioned costs 
require consideration for materiality, possible 
adjustment of financial statements, and possible 
footnote disclosure. 


In tne event that subrecipient audits have not been made 
and the amount of funds are material, the scope of the 
recipient audit can be expanded to include testing of the 
subrecipient charges. Alternatively, the recipient's auditor 
could comment in the audit report that the subrecipient's 
charges were not tested. 


15. DOES THE REQUIREMENT FOR A SINGLE AUDIT APPLY TO 
CONTRACTS AWARDED BY GRANTEES? 


The audit provisions of Circular A-102 do not apply to 
commercial contractors, State and local governments should 
use their own procedures in deciding when and how to audit 
commercial contracts. 


16. PARAGRAPH 15 OF ATTACHMENT P REQUIRES RECIPIENTS TO 
SUBMIT SUBRECIPIENT AUDIT REPORTS TO THE COGNIZANT AUDIT 
AGENCY. WILL FEDERAL AGENCIES HAVE THE RESOURCES TO 
REVIEW THESE REPORTS? 
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The requirement for submitting the audit reports to the 
cognizant audit agency has proved impractical. The change 
will be reflected in the next revision to the Circular. In 
the meantime, it is important that the grantee review the 
subgrantee reports and take appropriate action. (See answer 
to question #14.) 


QUESTIONS ABOUT AUDIT REPORTS 


17. DOES THE CIRCULAR REQUIRE THE PREPARATION OF GENERAL 
PURPOSE FINANCIAL STATEMENTS? 


The Circular does not require the preparation of general 
purpose financial statements. What it requires is the audit 
of those financial statements that are prepared by the 
recipient to meet its needs and the needs of other statement 
users. However, if these statements are no*: prepared in 
accordance with generally accepted accounting principles, the 
audit report should state the nature of the variances 
therefrom. 


18. ARE THE FINANCIAL STATEMENTS IN THE GAO GUIDELINES FOR 
FINANCIAL AND COMPLIANCE AUDITS OF FEDERALLY-ASSISTED 
PROGRAMS REQUIRED FOR STATE AND LOCAL GOVERNMENTS? 


The statements in the guidelines are illustrative only. 
Experience so far indicates detailed reports on individual 
grants are not being provided, but the summary data on grant 
activity are being included in audit reports. 
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19. HOW MUCH INFORMATION NEEDS TO BE REPORTED FOR 
INDIVIDUAL GRANT PROJECTS? 


The Circular requires that the audit report identify the 
various programs under which the organization received 
Federal funds and the amount of the awards received. How- 
ever, most single audit reports issued to date show varying 
degrees of detail with the most common being expenditures and 
revenues by grant. Since this suggests differences of 
Opinion among State and local government units, auditors, anc 
Federal program managers as to just how much information 
needs to be reported for individual grants, OMB will be 
following up to see what type of information concerriing the 
grants would be most useful. In the meantime, grantees 
should meet at least the minimum grant reporting requirements 
prescribed by the Circular. 


20. DOES ATTACHMENT P REQUIRE TWO REPORTS ON THE SYSTEM OF 
INTERNAL ACCOUNTING CONTROL, ONE BASED SOLELY ON A STUDY 
AND EVALUATION MADE AS PART OF AN AUDIT, AND THE OTHER 
WHEN THE AUDITOR IS ENGAGED EXPRESSLY TO RENDER AN 
OPINION ON THE ORGANIZATION'S SYSTEM OF INTERNAL 
ACCCOUNTING CONTROL? 


Attachment P does not call for two reports on internal 
control. It calls for comments on material weaknesses in and 
noncompliance with the systems of internal control that are 
noted while studying and evaluating the system as part of the 
audit. This is clarified in the revised GAO "Standards 
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For Audit of Governmental Urganizations, Programs, Activities 
and Functions." Paragraphs 47 to 53 of the American 
Institute of Certified Public Accountants Statement on 
Auditing Standards Number 30, "Reporting on Internal 
Accounting Control," also provides guidance for reporting on 
internal accounting control. 


21. ATTACHMENT P TO THE CIRCULAR CALLS FOR THE AUDITOR TO 
COMMENT ON THE ACCURACY AND COMPLETENESS OF FINANCIAL 
REPORTS MADE TO THE FEDERAL GOVERNMENT. DOES THIS MEAN 
THAT A 100 PERCENT AUDIT OF ALL REPORTS MUST BE MADE? 


No. A determination as to the accuracy and completeness 
of the Federal financial reports can be made through a 
review of internal systems used to accumulate the data for 
the reports in addition to tests of sample reports. 


22. CAN A COGNIZANT AUDIT AGENCY REJECT AN AUDIT REPORT OR 
TAKE SIMILAR ACTIONS? IF SO, WHAT STEPS WILL BE TAKEN? 


The Circular does not authorize Federal cognizant audit 
agencies to accept or reject audit reports. It does provide 
that a Federal cognizant audit agency will insure that “audit 
reports of recipients that affect federally-assisted programs 
are received, reviewed and distributed to appropriate Federal 
audit officials." Of course, it is expected that the audit 
will be made in accordance with the provisions of the 
Circular. Consequently, if significant inadequacies are 
found in an audit, the recipient organization will be 
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advised and the auditor will be called upon to take 
corrective action. If corrective action is not taken, the 
Federal cognizant audit agency shall notify the recipient 
Organization and Federal awarding agencies that the audit 
failed to meet Federal standards and cannot be relied upon. 


23. WHAT TYPES OF AUDIT REPORTS ARE GENERALLY EXPECTED? 


The Circular requires a report containing an opinion on 
financial statements. Also, the Circular requires comments 
on compliance and weaknesses in and noncompliance with the 
systems of internal control. These comments may be included 
as part of the audit report or in a separate management 
letter which should be available to State, local and Federal 
officials. 


QUESTIONS ABOUT INTERNAL AUDITORS 


24. WILL AUDIT WORK PERFORMED BY INTERNAL AUDITORS 
ORGANIZATIONALLY LOCATED WITHIN STATE DEPARTMENTS AND 
AGENCIES SATISFY THE SINGLE AUDIT REQUIREMENTS OF 
CIRCULAR A-102? 


Internal auditors may not be fully independent of the 
organization for which they perform. However, the internal 
audit function can provide a highly valuable service to 
management by reviewing, approving, and reporting the extent 
and nature of internal compliance with management's policies, 
plans and procedures, as well as with applicable legal and 
external regulatory requirements. Thus, the work performed 
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by internal auditors should be a factor in determining the 
nature, timing and extent of the independent auditor's 
procedures as provided in the American Institute of Certified 
Public Accountants Statement on Auditing Standards Number 9, 
"The Fffect of an Internal Audit Function on the Scope of the 
Independent Auditor's Examination." If the independent 
auditor decides that the work performed by internal auditors 
has a bearing on his procedures, he or she should consider 
the competence and objectives of internal auditors and 
evaluate their work. The internal auditor's work should be 


used to the maximum extent practicable. 


QUESTIONS ABOUT COST AND REIMBURSEMENT FOR AUDITS 


25. WILL THE SINGLE AUDIT SIGNIFICANTLY INCREASE THE SCOPE 
AND COST OF GOVERNMENT AUDITS? 


Some auditors estimate that single audits encompassing 
financial and compliance matters have required up to 20 
percent more time than an audit having only financial objec- 
tives. However, the total cost to an organization could be 
less due to the elimination of individual grant audits and 
reduced disruption of organizational personnel. 


In looking at these initial estimates of single audit 
costs, it must be recognized that the single audit concept is 
in an evolutionary stage and all parties are learning about 
and developing the single audit process. 


26. HOW WILL STATE AND LOCAL GOVERNMENTS BE EXPECTED TO PAY 
FOR THE COST OF THE SINGLE AUDITS? 


State and local governments should use normal financing 
procedures to pay for the single audit, the cost of which 
should be less than the aggregate cost of numerous individual 
grant audits. Under the current arrangements the Federal 
Government will reimburse grantees for its fair share of 
audit costs in accordance with Circular A-87, "Cost 
principles for State and local governments." These payments 
are usually made as part of the allocated cost of grant 
programs being carried on by the unit of government. 


27. HOW WILL STATE AND LOCAL GOVERNMENTS GET REIMBURSED FOR 
AUDIT COST FROM THOSE FEDERAL PROGRAMS THAT DON'T ALLOW 
INDIRECT COSTS? 


This does not appear to be a significant problem since 
there is only one major program that lacks statutory 
authority to pay indirect costs. Furthermore, alternate 
methods for payment of audit costs are being considered. 


QUESTIONS ABOUT SANCTIONS 


28. IF GRANTEES DO NOT COMPLY WITH THE PROVISIONS OF 
CIRCULAR A-102, WOULD REPAYMENT OF FEDERAL FUNDS BE 
REQUIRED? 


Repayment of Federal funds is an option open to Federal 
agencies and is usually used only as a last resort. However, 


there are other remedies that Federal agencies may imnose 


depending upon the circumstances. These might include a 
reduced indirect cost rate for future grants or withholding 
funds until the audit is completed. 


QUESTION ABOUT FEDERAL AUDIT RESPONSIBILITY 


29. AFTER A SINGLE AUDIT OF AN ENTITY IS COMPLETED, UNDER 
WHAT CONDITIONS MIGHT A FEDERAL AUDITOR PERFORM 
ADDITIONAL AUDITS OF THE GRANTEE? 


The provisions of Attachment P to Circular A-102 do not 
limit the authority of a Federal agency to perform audits of 
a recipient organization. However, the Attachment provides 
that any additional audit work should be based upon the work 
already performed. Some of the reasons a Federal auditor 
might want to perform more audit work would be: 


° instances where the independent auditor has found 
significant weaknesses in the recipient's system of 
internal accounting or administrative control; 

° to follow up on common program problems that are 
likely to occur at more than one grantee location; 

° when audit coverage for a specific program or 
programs is considered insufficient by the grantor; 

° to look into matters related to allegations 


involving fraud, waste and abuse; and 


17 


° to conduct economy and efficiency audits and/or 


program results audits. 


QUESTIONS ABOUT COGNIZANT RESPONSIBILITIES 


30. WHEN WILL COGNIZANT AGENCIES BE ASSIGNED FOR LOCAL 
GOVERNMENTS? 


OMB is concentrating on making assignments for the 
largest 1,000 governments that receive 75 percent of total 
assistance. The first 300 of these assignments will be made 
this year. The next 700 will be made next year. 


For the balance of local governments, no individual 
assignments will be made. The Federal agency with the 
largest amount of assistance funds to the grantee organiza- 
tion will assume the responsibilities of the cognizant 
agency. For the present, local governments should contact 
these Federal agencies directly to coordinate cognizant 
assignments. 


31. WHAT GUIDANCE IS PROVIDED THE COGNIZANT AUDIT AGENCIES 
REGARDING THEIR RESPONSIBILITIES IN AN ORGANIZATION-WIDE 
AUDIT? 


The responsibilities of the cognizant audit agencies are set 
forth in a document entitled, "Cognizant Audit Agency 
Guidelines." The document was prepared by a task force of 
the Joint Financial Management Improvement Program Single 


Audit Steering Committee, concurred in by the Inspectors 
General of those departments providing grant programs, and 
distributed to the regional offices of Inspectors General and 


others. It addresses such areas as: 


- technical advice and liaison, 
- desk reviews of audit reports, 

- reviews of audit organizations and their work, 

- addressing deficiencies noted during reviews, 

- processing audit reports by Federal agencies. 


Also, this booklet, while prepared primarily for recipient 
Organizations and auditors, answers many of the questions 
posed by cognizant audit agency personnel. 


32. WHAT IS THE ROLE OF THE COGNIZANT AUDIT AGENCY REGARDING 
THE APPROVAL OF THE AUDIT SCOPE OR PLAN? 


There is no requirement for the Federal cognizant audit 
agency to approve the audit scope or plan in advance of the 
audit. However, most auditors and cognizant audit agencies 
would agree that such approval is hichly useful for avoiding 
future conflicts. 


33. WHEN A GRANTEE CONTRACTS FOR A SINGLE AUDIT, DOES THE 
FEDERAL COGNIZANT AGENCY NEED TO APPROVE THE AUDITOR IN 
ADVANCE? 


No. The selection of an independent auditor is a 
grantee responsibility and the process is often addressed in 
State law. Prior approval is not required by the Federal 
cognizant agency, although the Federal cognizant audit agency 
can provide advice for those recipients that have little or 
no experience in arranging for audit service. 
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Grantees selecting independent auditors should follow the 
Procurement Standards contained in Attachment O of OMB 
Circular A-102, "Uniform requirements for grants to State and 
local governments." These standards provide that services 
shall be obtained in an efficient and economical manner that 
provides maximum open and free competition. 


QUESTION ABOUT SMALL AND MINORITY AUDIT FIRMS 


34. WHAT ARE THE OBLIGATIONS OF RECIPIENTS OF FEDERAL FUNDS 
UNDER PARAGRAPH 16 OF ATTACHMENT P TO OMB CIRCULAR 
A-102? 


Paragraph 16 requires recipients of Federal funds to 
provide the maximum practicable opportunity for small audit 
firms and audit firms owned and controlled by socially and 
economically disadvantaged individuals to be considered for 
selection by audited organizations. Audited organizations 
must provide such opportunity in order to ensure that 
qualified audit firms are not overlooked merely because they 
may be small or controlled by disadvantaged persons. 


State and local governments and other recipients of 
Federal funds retain the authority to select audit firms at 
their discretion. Federal cognizant audit agencies do not 
have the authority under Paragraph 16 to challenge an audited 
organization's choice of audit firms. Paragraph 16 
establishes a requirement of a fair and open process for 
selection of audit firms; it does not establish any 
requirement that particular firms or classes of firms be 
selected. 
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OTHER QUESTIONS 


35. WHAT IS BEING DONE TD) CHANGE LEGISLATIVE REQUIREMENTS 
THAT ARE INCONSISTENT WITH THE AUDIT PROVISIONS OF THE 
CIRCULAR? 


No major programs that had legislative requirements 
inconsistent with the Circular have been identified, other 
than Federal General Revenue Sharing which requires an audit 
only every three years. Since the biennial organization-wide 
audit will include the revenue sharing funds, no adverse 
effect from this difference in audit frequency is apparent. 


36. IS THERE A CENTRAL DATA BANK THAT IDENTIFIES FEDERAL 
FINANCIAL ASSISTANCE TO RECIPIENTS? 


A central collection system of selected uniform 
information on Federal financial assistance transactions, 
known as the Federal Assistance Awards Data System (FAADS), 
has been developed and is currently being tested. When 
completed, the FAADS should provide a detailed listing of all 
Federal funds provided to recipients. 


37. CAN FEDERAL GRANTOR AGENCIES ADD REQUIREMENTS TO THOSE 
PRESCRIBED BY ATTACHMENT P? 


No additional audit requirements should be imposed upon 
grantees unless specifically required by Federal law, 
executive order or prior arrangei 


E 
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To the extent that problems are encountered between a grantee 
and a Federal grantor agency which cannot be resolved, the 
Office of Management will lend assistance to resolve such 
problems in a timely manner. 


38. WILL CHANGES BE MADE TO AUDIT REQUIREMENTS CONTAINED IN 
ATTACHMENT P? 


Yes. When the need for change is disclosed from our own 
experience or is brought to our attention by others, the 
Director of OMB will make such changes or interpretations as 
necessary. When important changes are proposed, the Director 
of OMB will solicit the views of Federal agencies, State and 
local officials, professional organizations, public interest 
groups, and other interested parties. He will use these 
suggestions in interpreting or revising the requirements. 


39. WHAT ARE THE MONITORED AUDIT PROJECTS? 


The OMB implementation plan called for monitoring seven 
Organization-wide audits being carried out across the 
country. The audits took place at all levels of State and 
local governments, including one city, three counties, two 
departments of States, and a quasi-public organization. The 
object of the monitored audits was to carefully evaluate the 
Single audit process. One result of the monitored audit 
projects was the decision to publish this Questions and 
Answers booklet. 
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